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BrusseLs, November 1978
PRoSPECTS F0R THE FtrNANCING OF THE COMMUNITY BU-9GET (1)
iament, the CommunitY
joint Budgetary Authorities, a discussion paper about the need for the Community to
seek additionaI revenue to finance the Community Budget. This paper anatyses the factors
;;L;";;i  io ttre decision needed, incLud'ins the institutionaL and economic considenations
WhiLe no proposaL is made at the present stage the Commission indicates the direction of
its oresent thinking.
The present resources of the Community were Laid down in a decision taken in 1970. They
incLude customs duties, agriculturaI Levies and the yietd of a nate of VRt of up to 1%.
This decision wds ratified by nationaL parliaments,  and any change in the Communitiesr
own nesources  wouLd have to be decided in the same b/ay.
These sources of finance have the common characteristjc of Lacking buoyancy.
That is, they grow more sLowLy than GNP and the yieLd from customs duties is in
fact decLining in'reaL terms.
0n the expenditure side, the Commission eartier this year, in the Budgetany procedure,
sent.forward.its forecasts of expenditure  up to 1981. It  then pointed out thatby the en
"E;\[it"Bdgilfloresounces are tikeLy to be inadequate to finance the Budget after that
year, after examining two hypothlses. Either agricuLtunaL spending  (some 70 Z of
ihe budget) wouLd.ontinue r.ising at the past rate, which wouId Leave LittLe room
for the devetopment of othen Community poLicies.0r agricuIturaL expendjture  wou[d
be contained - as the Commission woutd wish - but even then there wou[d be
inadequate  resources to deveLop major net^l poLicies'
It  is aLso necessary to take into account on the expenditure  side the prospect of
enLargement - the rbou" estimates do not incLude any nebl poLicies either for Greece,
who it  .is assumed  wj LL be a member of the Community f rorir 1981 or to heLp other
candidate countries -  and of the budgetisation of the Communityrs ajd to the ACP
countries under the renewed Lom6 Convention.
In the Light of these vanious factors, the Commission beLjeves that a decision on  t
new revenue fon the Community must be taken in time for the 1982 Budget. In view
of the procedures which witL have to be fottowed, the decision shouLd be taken by
the Commun'ity before the end of 1979.
(1) SoM(78) 531-2-
Because of the nature of the prob[em, the Commission  considers that it  wouLd be
best to prepare the ground fun such a decis'ion, and for its  own proposaL on which
the decision must be based, by submitting now a djscussion paper on the basis of
which a Cebate can take pLace not onty in the Council and the ParLiamerit but also
more generaLLy in the CommunitY.
In its  discuss'ion paper, the Commission examines the possibitity of finding
additionaL revenue from'borrowing. t^,hite it  notes that this  method of finance
must be borne in mind in relation to future Community poLicies to stimutate
investment, it  equaLLy considers that it  is not appropriate as a source of finance
for Budget expenditure. It  aLso examines and rejects the jdea of financiaL
contributions. The Commission thus underlines the need to find a new source of
ot",n resources.
trlhat thi s new sounce m'ight be, and the considerations surrounding a choi ce, are
exam.ined in a document prepared by the Commissionrs services which is  aLso sent
forward. This examines the institutionaL considerations to be taken into account,
incLuding the need to respect fulLy the concept of Own Resources laid down by
the Treaty as having a fiscaL nature independent of decisions of the Member States
and thus 
'hav'ing 
a di rect Link between the Community and the sounce of revenue.
It  aLso Looks at the economic considerations,  and in this  context examines the
concept of taxabfe capacity, and points out the options of avoiding the worsening
of ex.isting economic disparities (the idea of non-regnessivity) or of actuaILy
us.ing the revenue side of the budget to narrow such disparities (the idea of
prog.ur.ivity).  The anaLysis then sets out the various possibLe sources of new Own
Resources -  from an increase in the rate of VAT which the Community may Levy, to
taking a share of existing nationaL taxes (e.g. aLcohoL and cigarette taxes) or
introducing a new tax (e.g. on energy consumption or petroL).
In presenting iis  paper, the Commission does not make a proposaL, but does indicate
the direction of its  thinking at present-
It  beLieves that customs duties and agricuLturaL  Levies betong irrevocabLy to the
Commun'ity and should not be modified in any way.
It  considers that VAT is a good basis for an Own Resource, for despite the
Limitations and probLems of the exist'ing system it  has the advantage of being a
tax which is  seen to bear on the individuaL Community citizen.  To raise the
existing cei ting would also have the advantage of simpticity.
However, the Commission atso considers that it  coutd be usefuL to study wether it
wouLd be possibte to insure that the overaLL'impact of Community resources other
than customrs duties and agriculturaI Levies should be progressive, and what wouLd
be the most appropriate yardstick for achieving this-
As a matter of principLe, the Cornmission betieves that any eLement of regressivity
should be avoided. This essentiaL condition must be borne in mind when the finaL  I
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PERSPECTIVE  POUR LE FINANCEMENT  DU BUDGET  COMMUNAUTAIRE.(1)
La Commission a decide drenvoyer au ConseiI et au ParLement, en tant que
autorit6rs comrnunauta'ires conjointement  responsabLes en mati6re budgetaire,
un document de travaiL sur La n6cessite pour [a Communaut6 de trouver des
recettes suppL6mentaires  pour financer son budget. Ce document anatyse Ies
facteurs qui determineront La decision ) prendre y compris Les consid6ra-
tions drordre institutionneL et 6conomique. Au stade p16sent aucun
proposition formeLle nta 6t6 p16sent6e, cependant  La Commission indique
L rorientation actueL Le de ses conceptions.
Les ressources actueLLes de la Communaut6 ont fait  Irobjet drune d6cision prise
en 1970. ELLes comprennent des droits de douane, des pr6tdvements agricoles
et Le produit drune TVA dont [e taux ne peut d6passer 1%. Cette d6cision a et6
ratifi6e pan Les parLements nationaux et toute modification des ressources pro-
pnes de La Cornmunaut6 devrait 6tre dec'id6e seLon une proc6dure anatogue.
Ces sources de financement ont pour caractenistique  commune de manquer dr6Lasti-
cite.  Leur accroissement est pLus Lent que ceLui du PNB et, en fait  Le produit
des droits de douane diminue en va[eur r6eILe.
En ce qui concerne Les d6penses, La Commission a communiqu6 voici queLque temps,
dans La proc6dure budgetaire, ses p16visions  jusquren 1981. A cette occasion,
eLte a souLign6 qutir ia fin de cette p6riode Les ressources nropres existantesrseront
seLon toute probabiLit6, insuffisantes pour financer le budget au-detA de 1981-
ELle avait auparavant envisag6 deux hypothAses: ou bien [es d6penses agrico[es
Q0% environ du budget) continuent draugmenten A [eur rythme ant6rieur, ce qui
ne Laisserait gudre de marge pour le d6ve[oppement drautres poLitiques communau-
taires;ou bien Ies d6penses agricotes sont Limit6es -  comme Le souhaite Ia
Commission - mais, mEme dans ce cas, Ies ressources'budg6taires  resteraient
insuffisantes  pour d6vetopper de nouveILes potitiques majeures.
Dans Le contexte des d6penses, iI  est n6cessaire de prendre 6gatement  en
consid6ration  La perspective de lt6[argissement -  [es estjmations qui pn6-
c6dent ne tiennent compte draucune po[itique nouveLLe ni pour La Grdce, dont  I
ttadh6sion pourra'it intervenir en 1981, ni pour drautres pays candidats
et cetLe de La budg6tisation de Ltaide communautaire aux pays ACP dans Le {'
cadre de Ia nouveLle convention de Lom6.
Sur La base de ces diff6nents facteurs, La Commission pense qutune decision
au sujet de nouvelLes recettes pour ta Communaut6 doit €tre pnise i  temps
po6 i.  budget de 1982. Eu 69ard aux proc6dures A suivre, Ia d6cisjon devrajt
€tre prise par La Communaut6 avant [a fin de 1979-
(1) c0M(78)  531-?-
En raison de [a nature du probLdme, La Commission a estim6 pr6f6rable de
prdparer [e terrain pour une teIl,e d6cjsion et poursa propre proposition
sur'[aqueL[e cette decisjon sera fond6e, en pr6sentant maintenant un docu-
ment de travajL quj pourra servjr de base A une discussion non seuLement
au ConseiI et au Parlement, mais dans La Communaut6  en g6n6ra[.
Dans ce document, La Commission 6tudje La possibiIit6 de trouver des recettes
suppLdmentaires par Lremprunt. Tout en indiquant que ce mode de financement
doit 6tre envisag6 dans ta perspective de futures poLitiques de-La communaut6
visant d stimuLer Les invesiissements, Ia Commission estime quriI ne sragit
pas drune source de financement  appropri6e poYr [e budget. Ette 6tudje et
rejette de La m€me fagon te principe de contributions financi6res' La
Commission souligne donc La n6cessitg de trouver un nouveau type de ressources
propres
Les senvices de La Commissjon ont r6atjs6 une 6tude, jo'inte au document
de travaiL susmentionn6, dans LaquetLe iIs  examjnent Ies possibiLit6s qui
s'offrent pour ce nouveau type de ressourcopropres et les critdres qui
doivent presider A son choix.
rLs envisagent  Les eLement, in.titutionn.L, a prendre en consid6ra-
tion, en particuLier La n6cessit6 de respecter pLeinement Le concept de ressources
p.op.r, teL quriL est defini dans Le Trait6:  ressources dont Ie caract0re fiscaL
est ind6pendant des decisions des Etats membres et qui dtabLissent donc un Lien
direct entre La Communaut6 et La source de financement. ILs envisagent  6gatement
les facteurs 6conomiques,  en particutier Le concept de capacit6 fiscate, et
attirent Lrattention sur Le choix A op€rer entre 6viter une aggravation  des
disparit6s 6conomiques  existantes (idee de non-169ressivit6) -9t.t" servir
de La partie recettes du budget pour r6duifg 9es 
-isparilet (jd6e de progressivjt6)'
Lt6tude anaLyse enfin Les diverses poss'ibiLites de nouveLLes ressources propres,
;";;i;-te  reie'vement du taux de La TVA perque au profit de La communaut6 jusqura
Lrintroduction drun nouveL imp6t (par exempLe, sur Ia consommation  dr6nergie ou
sur tressencel "n J.rrant par Itattribution A La Communaut6 drune part du produi-
drimp6ts nationaux existants (par exempLersun  Les aLcooLs et Les cigarettes)'
En pr6sentant ce document, ta Commission ne formu[e pas de proposition,  mais
eLLe indique dans-quette iirection srorientent actueLLement ses r6fLexions.
EL[e consid6re que Le produit des droits
appartient drune maniere irrevocab[e A La
question dry changer quoi que ce soit.
EtLe estime que l.a TVA constjtue une bonne base de ressources propres, c?l mat9r6
[es Limitations et Ies prob[6mes du systdme en vigueur, La TVA p16sente Lravantage
drapparaitre comme une taxe support6e par chaque ressortissant  de ta communaute'
De plus, Le retdvement du taux actueL aurait Le m6nite de La simpLicit6'
de douane et des pr6[dvements  agricoLes
Communaut6 et qutiL ne saurait €tre
Toutef oi s,  La Commi ss'ion est i me
, bi Lit6s de vei L ler ii ce que Ll
outre  Les droits de douanes
progress'i ve, et ce que Pourrait
ouri I serait uti Le dretudier les possi-
impact gLobaL des ressources  communautaires,
et Les p16[6vements agricoLes soient de nature
6tre Le critdre [e pLus approprie i  cette fin'
I
La Commission considdre que par principe tout 6L6ment de regressivit6 devrait
6tre excLu. Cette condition essentieLLe doit 0tre consid616e 6 [roccasion de La
decision finate.